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ITEM I.
General

BUSINBSS

Ranchers Exploration and Development Corporation v,'as incorp-
orated in New l{exico in 1954. The company acquirld ancl developecl its
first producing mine i-n l-964 and since that time has been active in
minerals exploratiotr and procluction, prinarily in uranium and copper.

The Company owns or operates several- uranium mines l-ocated
in Ner+ Mexico and Utah, and receives uraniunr royatties from properties
owned by the Company or in which it holds a royalty interest but which
are operated by others. The Companyrs princj-pal producing uranium
mine is the Johnny M Mine near Grants, New Mexico, jointly owned
with IING Oil Company. The Company also owns the Small Fry Mine near
Moab, Utah, dt which uranium ore has been mined and stockpiled pendj-ng
completion of milling arrangements. In addition, the Company produces
cathode copper at its Bl-uebird Mine near Miami, Arizona. The Company
is also engaged in extensive uranium exploration, primarily through ajoint project with Chaco Energy Company, a subsidiary of Texas Utilities
Company; and is test mining a gold prospect in A1aska and a silver
prospect in Utah.

The following table illustrates the relative importance of
various aspects of the Company's business from which it derived its
income for the fiscal year ended June 30, 1979, and for the preceding
four fiscal- years:

NET SALES

Uranium sales to unaffi I iated customers
Copper sales to unaffil iated customers
0ther sales to unaffi I iated customers

OPERAT I NG

Uran i um

Copper
0ther

TOTAL SALES

PRoFtr (Loss)

TOTAL

OTHER INCOME

Uranium royalties
Interest and other

OPERATING PROFIT

TOTAL OTHER INCOHE

OTHER DEDUCTIONS
Exploratlon, conservation t maintenance

of mining properties
Administrative and general expense
lnterest expense

TOTAL OTHER DEDUCTIONS

tNCO}4E BEFORE INCOHE TAXES

IDENTIFIABLE ASSETS
Uranium
Coppe r
0ther

General corporate assets
Assets of Tungsten Queen l'line held for

disposition (see Note C)

TOTAL ASSETS

DEPRECIATION, DEPLETION S AMORTIZAT ION
U ran i u:'n

Coppe r
0the r
General corporate assets

CAP ITAL EXPEND ITUR,ES

Uranium
Coppe r
0ther
General corporate assets

(

q

))

)

5$

q

PRODUCT

1979

24,789,257
9,t25, tgl
3 ,079 , l2\

1t 2fir582

5,816,818
167 ,626
a1< Qn^t rvtvve

LJ!,'^'

| ,704,088
799,38\

2,lg].!12

| ,\79,221
| ,\63,930

292,723
? ??q R7A

6,028,8\2

SUMMARY t975-1979

1978

21,46\,130
8,654,52O
2,389,388

:3_,5gg,glg

7,0?6,463
(399,42\)
390,555

I-'gl-,52!-

| ,829,397
l07,05l

_L,gl!Js8

l,160,093
| ,352 ,185

764,788

1,28Lgt!_

5s95,935,

17 ,230,358
( (12 008
), ) | )t JJJ

280, 846
23,025,209
7,067,t95

7 ,68?,oge

LI,JEJ2)-

3,a97,735
|,166,815

642,893
t57,369

8,o5B,ql7
692,113
48,55 1

4a9,057

1977

s 4,561,582
11,939,311

| ,783,421

$ _t!,?!l_!tl

. 1975

5 277,832
| | ,985,277
I ,950, 489

s t\,223,598

t975

| 5 ,236 ,41 4
| ,\76 ,7 57

J'.J]UJJ

3,9r0, r83
1 38,405

l o48zI9g

| ,135,786
485,6t I

l,62t,JzI

822,319
9\6,607
385,57\

3",-U3_,599

UrL181

\77 ,?91
859,865
2o7 ,438

t-E3J9l

2,7 4\ , lgl
132,325

z,8lS,2e

845,858
85l,oo7
\32,526

Z,t)Pr)21

W
9,8\o,oz3
6,814,474

498,082
t7,152,579
7,467,t03

7,685,8\9

12,]95,5]J

| ,007 ,935
t09 ,7 5l
| \\ ,259

98\ ,17 5

37 0 ,607
t9,953
65,122

t,1,,1,2se
t67,t\2

-l,g_lg,.:g!.

t,796,7t\
157,2\g

uE 2!2

812,729
958,808
407,r51

?,1_qq,qgq

lrb75,g2

5,048,637
7 ,624,O88

, 946,221
13,618,945
6,2lg,ll3

7 ,702,8\6
^r Ft.^ ^^rL | ,>1U jAU>

92\,451
t55,023
1 35,030

38\,762
| ,993,685

52,7jo
8i5,z2S

| ,521 ,512
6 ,898 ,315

5\9 , t+?\

F;t6rJ5l
? oaa (R?
t t JJJ 

' 
tv'

7 ,7 \2 ,475

4-zl-Jeg

I , 045, 053
r4q,9r I

r 08,491

\s5,979
28\ ,7 \o
208, 1{ 1 2

10,126,231
c naq Ann

622,93t1ltE[sjct
l6,5oo, lg5

7,682,\36

lq.9-1j-,j9q

? q,qq o!n
97o,264

30,736
| 19,9\l

149,413
258,t+96

r 5,500
7 \ ,053
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Uranium rovalt.ies

The company receives most of its royalties from uranium oresmined from certain of its properties locatecl in the Ambrosia Lake Dis-trict near Grants, New tutexico, i"o-i"""ed by the company to Kerr-r,TcGeecorporatiorr' The l-eases,covering th"'properties continue in effectso long as mining.operations are conducted on such properties. Thecompany also receives u ,7:,royarty-interest from uranj-um ores minedfrom certain other properties'in irr"- e*urosia r-ake-nistrict which areowned by others.

The company has recent=ly agreed to settl-e a longstandingdispute with one or Lrte leasehold6rs regardi"g ;;; of the mine proper-ties which has -not provided =:-gniri"unt royulty i-ncome rn recentyears. The effect of this seti.rement, if ;tpr;rruJ-uy trr. resseeslboard of directors, will be to i"ci"aie_royiity income from the parti-cul-ar mine oroperty. rn.additi;;;-ih; company wirr recerve, 1* fourinstan.mentl gFlli .li'^lt;g?i,;;;r-"iai..,g-il;. ;0; re80, cash pay_ments totalling over $1.: mi11i6n. rhese payments constitute anagreed settlement of additional ioyuili.= a;a ai;; company for produc-ti-on during the five years precediiq-Aprir r., LgTg .

The contpanyts other,principal lessee f.rom vrhich royaltiesare received has ueen del-ivering uranium production uncier reiativelylow priced sal-es contracts, a fictor wrrich rras ciuseo royalties tobe substant'ially l-ess than.they 
"o.rid b" ir pioau.lio., were beingdelivered at current market pri."i. --riri=-*ii"iii";-i; ;;i;s";i=!r=".awith the Lessee and other royalty horders who also receive royaltiesfrom the same properties., rire comt;;t cannot predict. the outcome ofsuch discussions,-but beLieves that tfiey may ultimately result inhigher royalties.

The lgmpany does not have current independent or verifiedore reserve estimates for any. of such properties'. ---irr. compunv-rris noreason to believe, however, that the rbyalties which it will receiveduring the rext several years will mate_iialry ae-ieise from the rangeof rovalties received duiins th; iu"i-ii;;-ii"JJi-i."r" and betievesthat royalties in 1980 will exceed those received in 1979, in part forthe reasons discussed above.

Uranium mining

The company and HNG oir company ( 'TIING'' ) , a subsidiary ofHouston Natural- 9"= borporation, eacli'ovrn an undivided 5Ofl interestin a uranium mir.ring l-eale -and unpatentea-mi"i-"g-"iui-*" covering about960 acres (section 7 and the ""=t one-half of Section 18) located nearsan Mateo, New Mexico., and known u=--irru rJohnny M Mine".
The mining claj-ms, covering.approximately 320 acres, wereacquired from united Nuclear corpora[ion, as of ruie 15, rg72, for apurchase price of $575,000. united Nuclear ui"o-ieserveo a royaltyequal to $'zo per pound of uago .ontiin.a in ore oi-water mined orremoved from the property- ftrE claims--are also subject to a royaltyin favor of third'p"iti_"3 equal to $.Oe per pound oi u3og.
The lease covering the balance of the property was grantedbv the sant.a Fe pacific naiir;;d. c;iliuiy, g= ressor, and has a pri-mary term of ten years from.october i0,-- :.g7r. The iea=" wi]l be au-tomati-cally renewed for additionat-suc"eisir. trrr"*lvear terms if oreis being produced in coirunercral q"u"iiiiu" at the enh or any term.The Lessor receives a producti""-i"yuriy, the percentage of whi_ch ison a slidingr scare ranling from n.t%- lo ro. sg^ wiirr--the actuar per_centage to be determined iccording t; i} " "mirie value per dry tonr asdefined in the lease.

t+i#+tu)!
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The joint' ownership of such properties by the company andrD'IG results from an earlier- joint-""prorution ventirre condulteo ny
ll:^!:Tll"o, Houston Narurar Gas coiioration, and combusrion En-glneerlng, rnc. rruc is the successol to .the latter partres, each ofwhom owned 25"1 of the venture, with the, company being the operator
:?9 owning the other 50%. The costs of devLi"pi"g^u"d operating theml-ne are to be shared equally by the cornpany ana rntc. The company isthe operator for the veriture pursuant to-the terms of a joint opera-ti-ng agreement entered into bLtween the company and t{NG.

The company and HNG have entered into a toll milling con-tract with Kerr-McGee corporation unoer which ore minea ii"*--iir"'Johnny M Mine is being converted into u.oo i., .orrc"ntrate. The termsof the contract provide milling 
"ipu"iti trrrougrr iges and shourd beadequate for the foreseeabr-e o,1tp"l oi Lrr" min6.

?hg_processing charge.to the,company and IING for havingtheir ore ror-1 mirred i; dereiminea usi_ng ;-b-;=;;ri;; ;;; ;;;-oi oruand is adjusted based upon chemical- consumption in processing, in-creased material and laLor costs, and chanles i"-ilrl nationii'u-o.ro*ybased upon generally recognized statistics] ln aaoiti;;; th; co*purryand IING may be required to pay their fro-rata share of reclamationexpenses incurred by Kerr-l'lcGee with -respect to rn-i1l taiii;;;, -urr.i"i,
paYments, if any, are not. at present coniidered rilulv to be materia]-in amount.

The- Johnny M Mine deposits are located at a depth of aboutl-,400 feet below the surface, and mininq i;-;;;;dii=rr.a by under_ground methods- Thu deposits on Section 7 were oi-iqi;uirv'ustimlt"ot'o contain approximately 350,000 tons-oi o.u-;; ;;-;"erage grade ofabout :?0% u. 9e, or_ a-total of aboul-g.s *iirio"lounos of contained
Ys9s; the eadt'"one-half of section l-B was origi-naiiy estimated to con-t4il approximately 320,000 tons of ore at an Sv.tage grade of about
'29% U"oo, Qr a tot^al- of about 1.8 million [ounJ;-;i 6ontainea g.or.Afgyt 95/" oFLhe u"oo contained in ore-mined i;-;";;vered in toll
::lli3g.l"$nlEl"ilEt;:"r:ffi"!:;3:lx. ;;. IING in rhe rorm-or-ii3o;-;o"-

Experience to date indicates that the ore in the mine issometimes discont'inuous and difficult to follow, and ground conditj-onsin the mine are aLso worse than origit urry_anticipated. These facLors,which have been compoundeci by u =rtoiiug. or sxirlld personnel in thearea, resul-t in reduced_productivity uid considerable dilution of orewith waste' The net efflct is that-the graae of ore mined is substan-I+"]lv lower !!*".originally anti"ip"l"o-and costs or proauction arehigher. rn addition, more tons of ore must be mined to produce agiven-quantity.of.Y.los.in concentrate, al-though there should not be a

;i?l'f:';l:.f:35'Fi:fi"til"'li;::61 
-p;;"a; -;i-i;of^i" 

concentrare r+hich

During the year ended June 30, Ig7g, the mine produced about141,000 tons of ore at an averagre. grade'of about .ziz u"bo, ;;-anout675,000.pounds.of uroo.contain.d ii ore. At June 30, Lg7v, Lhe minewas estimated to cof,t8i' about 3.3 miition p"ile; oi'u.oo i"-oi"l'-which the company anticipates rninrnj ai auoirt trre same-gyade as theore produced in 1979. The company il.o hopes to increase ore produc-tion in the ygSI ending June 3b, lgeo so that productiorr-oi-u.6;-i"concentrate will reach or: exceec approximately zso,ooo pounds-afinua1ly.

Production from the _Johnny t{ Mine was originalty committedto Gul-f oil corporation ( "cylf oil"l under a 1972 "Jl*" agreement, andGulf oil had agreed to resell the first 2,ggl,0o0 po,rr,au;i-tF;-i"

-3-
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concentrates produced from the mine to Gurf states utilities company(rrGulf statesi'). The =ir." ugr"u*.tri 
"u= the subject of extensivelitiqarion amonsi culf oi1 tand-ii=-"iriri";;; 

".ildlrr Aromic company),tl'" company-ald HNG, u"a. 119 iiiig.tiol e/a? finariy settred duringrne vear ended June 30, rs7s. -ih;-iitisuiio;-;;;-i"en 
previouslysettled as to the z,ggb,000 po""a= l" u" delivei"o-to Gulf States, anda description of the ""iu= arranqements under which such productionis being del-ivered to curr st;i;;-is"set forth herein und6r the cap-tion "lvlarketing"' witr.-respect to the barance oi-irr. mine productionand settl-ement of the ritlg';ii""-"iiii'Gulf oil urrd-c".rurar Atomic, theterms of the settr-ement pr6vide, u*o"g,other,things, for (i) termina-tion of the original salls u;;;;*;['^;itir Gu]-f oii-rererred to above,and (ii) paltment by the co-mpiny u.rd rn.tc to General Atomic for eachpound of u,oo in eicess or the-rirst-2,998,000 pounds produced fromore mined frSm the Johnnv M Mine, sold and paid for up to a maximumof 10,000,000 such poundl. 

-,The payment proiided for by the agreementis a base price wniin is-aaj;;a.A-;;iara" or downwards on a cumur.a-tive basis by an amount "qu.l to -sofu or trr. oevj.aiion of the cost ofproduction and the price feceived i3r-u.oo from specified amounts.At a cost of production of $23-00,-i"a 3 ff5ice oi-5+g.oo per pound u.oothe price to be paicl to General elomic. wou]d be $10 .00 per pound for - o ,the first 2,oo2,bog po.rr,d" over the initiar 2,ggg,000 pounds so pro_duced, so]d and paid'for 3"g^lB:a_0-p;i.pouna for each such additionalponnd up to a maxirnurn of 5,000,000 iaaitionar pounds. As the amountof the payment is. dependent upon fulure production, production costsand the market price- of uraniir^,- ;"iirr., the precise amount of thepayment per pound nor the total-'numbei of pou^nd" rrri"r, wil-l- be pro-duced and sold can now be Oete::min;--
see "Marketilg". for a description of saLes arrangements forthe production as to which c.,,"rui-ai"i'i" i=-u"iiir"a to receive pay-ments.

The company and- chaco Energy company ('rchaco,,) , a subsid-iary of Texas utiiiiie"--do*puny, eacfr-own in unaiviaeo 501 interestin a lease cgvqring i-prop.rty-known as the Hope Mine. During thefiscal yearcnded iune-30; wig, proa,,"ti;; t"i"r"a^ approximatel_y63,000 tons of ore at an average grade or,"n"ui-.tozu.oo or about196,000 pounds of containec -;5;. '-tJIr, trru company andr chaco havecommitted their shares of HopE $roouciion to uniteh Nucrear corporation.Production is,being so1d in trre^torm oi ot". rt rroro 
"ppuur= thatmining operat.ions jt tf.u iopu wif j.-t-. iompleted prior to December 31,1979, unl-ess additionar- ore reserves are developed.

The company al-so owns unpatented lode mining cl-aims, knownas the small Fry Mine, near-Mo1b, i-ltah, oritiing-; this property bylh" company and ot'hers has del-ineatea--auout 375,000 tons of uranj-um-bearinq materiar- at an average _i" piu.e gr_aae oi upproximately .rls%u"oo or about 868,000 pounds of ""iiui".d u"oo. uirtil August, rg7|,the"companv wa: minins- and- stockpiii;;**rt"?Igi rio,i tir" d.eposit; andat August 31, rg7\, ?iproximately re:iooo tons at a grade of about'08%'u-o^ had been miir-eo and plaled i;a;-=;;;;pli": 'rh" company be_lieves'tffis wilr be about-the average grade mined for the entire de-posit" although some of the tonnage".oituir,ea in-ur"- deposit may notbe recoverable because of normal- riine dilution and because some ma-terial may be required. to be i"it i"-sJpport pillars. production wasobtained bv unciefground mining meL.hods ina aciess to the mine *oi;.i.rg"is by direct entrf tiriough an adit which cieclines =iigL,try from theportal- The company has not yet mad" *rrii";-;;;.;;lments for srock-piled mat'eria], and-it wiri piolat,iv-u"'necessary to make such arrange-menls before sal-es commitments can 6e made "i *ii.i"g operations resumed.rn addition, ll:,a?To::I cannot derermine rhe exreni ro which pounds
9.f u:og contained in material minua-*iii n" recovered or returned tothe Cor"nparry until- milling arrangemenLs have been finalizecl.
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Uranium mill tailings processing

on october L, L976, the company exercised an option to ac_quire two deposits of old uranium milr tailings from Foote MineratCompany, a subsidiary of Newmont Mining corporation. one deposit waslocated near Naturita, Colorado and the other is located near Durango,col-orado, and is estimated to contain about r.4 mill.ion tons ofmaterial at a grade of about .042 uroo and 0.34e; Vro. (uranium andvanadiurn minorals rAqn.'nfively) . rdeuproduction ;6;P"ii;;-;f irtrrrr-t.have now been-;;;r;;;5;. -

The Company originally planned to move the Naturita sol-vent.extraction processing plant and-the equipment in use there to Durango,where it would have been used to repro-cess the Durango tailingi Au-p.osit, beginning in mid or late 7g7-g. Delays and, ii the opiiion of
!l:_"?1p?1y, unreasonable requirements impo-sed by' g-vernmental agen-cles in connection with obtaining an operiting tic5nse for the ori.rangoproject resulted in a decision ny tfre'company] in December lg7g, tosuspend further efforts to obtain an operiting license at Durango, atleast for the present time. However, in late :-g7B, the Uranium"Mi1lTailings Radiation control Act. of l-978 was signed into law by presidentcarter- This legislation provides, among oth6r things, for the acqui-sition and disposal of old deposrts of uianium mill- i.ailrngs situatedprimarily in the western unitld states, i-ncfuainl-"p."iricifry trredeposit at Durango. under the legislation, ii "pp"l." that the stateof coLorado, with 901 federal funding, could purlirase the tailingsfrom, th? company and that the companf ( and an-y other interestedpartles) would be-given.an opportunity to repiocess the tailings aspart of the overaLl- project for permanent diiposal of the mateiial.Final regulations ano piocedures for implementation of such fegisfation
ItY. not yet been_adopted, however, and there are not at present anyfederal or state funds budgeted for the project. The company cannotdetermine when and if such funding will be available, and- th6re areuncertainties concerning other provisions of the legislaiion.--However,it is possihle that the Company^might proceed with fhe Durrngo project'at some future date and could then-makL use of the Naturita ff"ittif it were not previously disposed of. No attempt has been made todetermine the resale value of the processing pla'nt,-but, as it wasdesigned to be movabl-e, the compan-y believe5 trtrt it wiir uriimiieryrecover, either through use or resale, a substantial port.ion oi iisunamortized value.

Expl-oration

During the fiscal year ending June 30, lg7g, the companyconducted exploration primarily through ventures with other coirpaiies.

The Company now manlges three ventures for mineral explora-tion with other companies as follows:
1- rn october, r?74, the company entered into a projectfor uranium exploration i+it^h Texas utifiti6s Fuel- Company (i'fuFco"; asubsidiary.of Texas utilities company. TUFCo has as=ign6o'it"interests in the project t.o chaco^nn6rgy company ("chacor'), a wholly-ot+ned subsidiary. ,subject to certain fimitatioi=, lind acquisiii-nexpenses are shared equally and, commencing October L, Lg7i, explora-

liolr expenses are con[ributed 85% by chaco ancl 15% by the compi^ny.During the fiscal year ended ltrne 3-0, tg79, "xpu.rditirres ror Lxpiora-tion total-ed about. $i.297 million, incLuding p?op.riy rental uxi.n".,acquisitj-on costs and rel-ated items of expense. Expenditures duringt-h. one-year period which began october 7-, 7g7g, arl schedul-ed to beabout $1.2s million. This venture will concl-ude its present explora-tion activities at September 30, 1980.
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Each -party owns att undividecl 5Ol of the working interest inpropertres held pursuant to this venture.'- v/ith 
-i-espect 

to propertieson which explorat.ion has delineatua .o***rcially mineable uranium orereserves which ;rre ro be exploired, 
"".1 t;;it-i";; 5or of rhe minedevelopment and.operating.expenses and is entitteh to receive 5o"l ofrhe mine producribn. suSju"t l;-;.;r;i"'ri-iii;i;;"=, chaco may erectto acquire 80fl of the company's share of any productron on the sameterms and conditions as the e";p;t-ai=po""! br tn. orher 201 of i.'sshare to third parties.

2- on May 20, 1974, the company entered into a joint ven_ture ag'reement with-urangesellschaft MBH & co., KG (,,UG"), a west
9::T?l,.ompany' for the 6xploration for, and the development of,uranrum' Eugl,parly- originally owned an undivided-so% iror[ing-interestin the properties nera ,id.r trris ,r"rrtur., which concluded its activephase at the end of calendar y;;; tgio; and exproration costs werecontributed 101 by the compan| and 90ff by uG. However, ds a resurtof exploration expenses coirtriuutea by trre company during rg7g, theuG working interest has been reduced to approximately rt%, and thecompanyts has been increased to uppro"i*;i;it'B'gt]-'uo determinationhas yet been made with respect to- iny furthei t".ii"io., of the workingi-nterests resulting from exploration"expenses incurred by the companyin 1979.

The UG venture originally provided for tot.al explorationand related expenditures o.f.5pproxi*llerv $g million to be contributed101 by the company and 90fr uy'trc. -ihi; 
amount was substantially ex-pended by the end of calenaai yuur b?e as noted above. The ventureagreement does not provide for- additional- exptoiaiiort programs aftersuch amount has been expended. li cannot now be determined to whatextent, if drry, additional exploration- will be conducted o1 proper-ties subject Lo the uG venturi or, in the event aaJitronat explora-tion 'is conducted, the percenlage of the cost which vrill t"-t;;;u oothe- company or lhe perc-entage oi the undividea 

"oir.:-ng interest whichwil] be retained by- the company. similarly, the company cannot. nowdetermine the. percenrase of' deier";;;i ;;a' ";;;";i;s expenses itwould bear with respect to production operati'o"; i;; a venture prop-erty on which exploiation dblineat"= 
"on*urcia1ly mineable reseives,or the percentage- of production whicrr-irre a;;tily woura be entitledto receive ' rn the event that trre-compu.ry ana uG do not agree uponfurther,grpl?:ill:l programs, i""i"ai"i 

"pportionment. of cosrs, eachparty will continue to own its undivid6a iirter;=t i; venture proper-ties until such properties have been abandoned or otnerwisu-al"p5"uaof.

3 - . rn Janyary, 1974, the company entered into a ventureagreement wit'h Frontier-iesources, rnc.^ anh yiarli-ne oii-co*pu"v-i",gold- exploration and development. The active ph;;; of this ventureconcluded during the fiscar-- year enoeo June 30; 1976, and the onlyproperties now-held !v.trre venture are leased patented and. unpatentedmining claims l-ocated in Al-aska. Th; company owns an undivided 55ffof the working interest in the r*rlri. properties, and. the other twoparties own t[e other 45%- rn accordanie i.rittr ttr. [L=*" of the venrureaglreement', tl] subsequent expenditures under this venture will be con-tributed 55% by the iomp.u"o ind asft_by the other two parties. Anyproduction that may be btrtaineo wirr 6. shared i-n the same proportion.IIowever, Frontier and Marl-ine "r"ci"a-not i"-pui[i"lput" in the test*illttg program.!h" c9*pllv conducted durrng rhe sumrner of r979 andwill each receive onlv 9% of tne nei pi"rii" .r =".rt-progran, if dDy,after such time as the cornpany l:as t"iov*red the cost of the program,incl-uding any capital inveitmEni. This pirot;;.;;;,.which was con_cluded irr septe*bur, rg7g, invorv"o-pio"bssing-;b;;t' 40,000 yards ofgold-bearing gravels which should relulL in th"-;;;;very of about700 ounces of gold. Results of the ptogtu* are being evaluated todet'ermine mining costs ancl the rel-iabiiitf of o.u liuo" estiniates
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resulting from the exploration.conducted -in rg74 and rg75. rf the re.-surts of this analysi! are positive ."J- it the price of gold holds atrecent lever-s in excess of s:so p.i o,ri.u, a fult_scare mining opera_tion would be conducted at these p.opurii"" during trr" summer of l_9g0-

tures, .n. ]i:;S3i;':il'llS.ii!:Efi;:";"il1;:.;:.l"Sil, ilin"*": IEl.r""of land rvhich coriers tt," Johnny, M Mine properties. See ,,UraniumMj-nins"' rhe pt"p.itv-r;-;;illi"l'""'1". Lo ; rea=. that is simirar tothe lease coverin! s"lt:."r, 7 of the johnny irl.Miner drldr on the basisof surface drilliig-t"-agt., irr.-co*iurv estimate= trrut the propertyccntains approximaiely ail,ooo^'i"iJ"'5f irr.r,iil;i;"ralization in placeat an average grade of about-.rai-'i.6o, or about 1.1 million pounds ofcontained u:os' orittins will-;;";i;,9; r; iJi;;*inu rhe extent or rhisdeposit' b!8 It now "pp""r= that the uranirr* *ir.ialization encounteredmay be sufficient to j""tiry 
""**.fl"-r operations.

The company -1:o.leases a property known as the Escalantesit-ver Mine, wrricir ii rJcatea in "orrr,rl=t"i."--iit.r... The propertyconsists of patented uta .,.,putented lode mining clarms and tlyo r easesgranted bv the State of utah. The company,s l6ase is for a term ex-piring in 1g92' "ilj";; to right"-oi renewar if there is produetion,and requires an advince royaliy p.yment of $96rOOO-.rrrrually. Advanceroyalties are a credit -gri.,rt-pi"i""tior, .ov.i;i;=, which are to bepaid at rhe rate of ei oi ti," ";l-;;;iter returns, as defined in thelease' The company and-the r""="r--r-,J,r" recently aqreed, however, toan arransement.whereby al:_roygltq.5ate ;i11";"^'.lra* for a substan_tial pari of mine production ir iil tl" company delivers 5,000 sharesof common stock to'the-i"""o, on or before Jil;,rl-rgeo and (ii,commits r on gt -b"Igre septeT!.t t ,- ndz, 
_ !o ;i;.;'rhu property inrocommercial production. 

t :ltttg pu.lv"nora= ;-tt rJyalty inrerest inthe mine pr6perti"si--uti the leisor*also r,oia"-"-iog carried net pro-fits intereHr Ers aefinea.in trre-i;;";, in tr,u-*ir.J. Neither of theseinterests are pavable uniit, $i-c;iiiiv r."" ,."orr"."a irs invesrmenrin the property'- a "nn"i-ntial .*oi.rt-of explo..tio, and developmentwork has been perrorm"u o:-:li; ;;;ilirv o"";-a;;-iast 20 years nvseveral major mining companies. rhe company estimlte" that the pro_perty contains approximalety r- g miirion tons cf sirver mineralizaticnat an average grade s1i9ht1y in ";;;;; ?f.Jo tiov-orrr,"u= p", ton. Thegrade varies throughout-tne-9"p""it,"J"4 the Company has commenceri apilot mininq proj""t t" verify'*i.,"r.rrzatron and grade, determineestimated c5st oi mining-and ont.in-nrrir. samples ror metallurgicalwork' The mine will p.6a.r"._ large ,roi,r*." of water, and the pilotproject shoul'l also 
"ir"*.t the grlesti"" of how ""=iiy the water canbe handted and the 

";;i"ot Ooi.,g so.
Copper l4inino

-

The Company is now producing cathode copper (containing inexcess of 99-95e copper) at il;-ui".t'ira copper irrir.,u, an open_pitoperation located nlr. t'riami, Ari;;;;:- The Bluebird copper Mineconsists of sgye5ar gro,rpr.of pate"t;; and unpatenieo lode mining:i3'ffi"3luoltl*lt:ne:;;f .i"v ;;;;;;ilately abo u.,"", all or wrrierr

The company produces its cathode copper through the use ofheap leaching and a soi,t".tt extractio.,-nr."t.orir,.,i.,] pro"""s whichoperates in three steps. rn the ri."t L!"n, ;;-;;;";i." mixture at_tracts and concentrates the copper 
"ontui.,x6 il i;;;; sorutions pro_duced by heao-leaching' -rrr. 

organic mixture containing the copper isthen separated from tie reach =6rrrt1on and mixed with a high-strengthsulfuric acid solution which 
"trip"*Ir,"- "opp"r from the organic mix-ture' The acid solution containing irr. 

"orr"entrated copper then frorvs
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di-rectrv 
i:l-:.the.elect13y1nning plant where it is circulated rhroughcel1s contairring thin-.opp", stirting sheets.- riectric current rspassed throush tr'e ""no"i:!;3ii;;l.iuti;;;-;"";irs "opp.r to bedepositeo o1^lire ;";;5i starting'=ilJut". fr,.="-"i.eers sraduallythicken to form cathbaes r"iqhiiq"rip.o*i-rnately 150 pounds.

deposir "liillil':i{,:iiilliF ;i";1lrr jr'il"k r?'3;,}r'.ri;::,fif"-eral-izatio' at ^" ui!i"g" grad6 of about .so% "opp"r. During thefiscar- vear ended J""u*50 , 
-lsis, "inJ^ 

c.*p9"1r,b;;xi..o. nearly e. emillion o"ylg=.9r 
""pfura . However, -?r:_Tlning_operarrons 

at Bruebirdhad been- curtair-ed i;;;'octobei ,-1611 through-.lair.uary , rg7s, in orderto reduce or,eliminii."'ro==u" resul-ting rrofr trr*--trr.., 1ow price ofcopper' During the .,rrtuir*;"1-;;';i.irrg op.iriiJrr" removal of over-burden and some re]ared *i;i;;"o;-o;; .oitii,,r*d-;; werr- as productionrrom ores previousrv *i""a ;116 ;;.;;;^ 1r 
-iirJi*r,Elp=. 

copper priceshave since- improved and 31"-L-o*iii|";u"umed fuli-ir_r,rr,g operations inFebruary' tgzg ana expJcts to rlaci iurr pioar"ii.n r-ate in 1979 -
Tun-crsten mine

Henderso", 
t*:r:;-E::Xi:"runssren auu.l,-y:ne propeltles, tocated nearamounr, the g.o*n.lr-h;;'^i:":3l'fn3nfif!ii:i:.*i.l;llffi.i i:;.:i=tH;owns in fee the-miie;;.= unoeiryi"g"'lpproxrmater-y 1,500 acres.
Thg company has constructed a concentrating mill at theproperrv havinq 

.u- {g"a ;?o:_"i:y-;;";;proximaiuii-ooo.rons of ore perday' nrincipai buiiJi";;_on tfre proi""rtv are-.fi.-*uin office build_ins at the "iiu i;;;;;ixpg_"oo.oii*iiurv 0,000 
"quuru feet), rhe hoisrhouse, and ttre miii- niiiai"g.- - -ely 6,000 square feet), tht

The Tunqsten Queen is an underqround tungsten mine with theprincipal vein stiuctur6 extendrrrg t;-"-a.ptii-iri*Li"u=" of 1 ,7oo feetbelow the =Tll-:d' 
--in"-o:incipii't,Jis"tun^ 

min.iai in rhe mine is hueb-*iii"fi,,ll,_lfigili:."Fl,i3;il3fii:l':i:5i3i:ii_iiir._i.J"_=iiiiiii" alons

Tungsten minerarization at the property is disseminate,crhroushour rh6 p'ilsi;;i-;;i;-;i;r;i";L aira is-uiti*utgg ro tora. ap_proximatel-v one-mirr-i-orr-to.r"-at an urrurug. grade of .5a%wo". rnAususr, tg1t, *i"i"s-Iiia?r-irl'ig-i,o"iltr6;=-;;;; iirt"a and,rhe op_eration placed 
""-u'"iuiaty la=i"-;;-; result or a=sunstantiar. decrinern the market price ti-ft"asten. irr. current market price is cons'd-erably higher than p.i""J'iecelvea.Li in" company ,rrir. the mine wasil,"lf;:";il:'.ilu-ifi ;:lllii-..iirili"l to r.iiilio ,,u,iou=--"rfJ.i"tives

Marketino

-

' ptrrsuant to an agreement entered into on sep_tember 30, 1976,:-n settlement- of cerrai; iiti;.iir"]"if;" ggTpglv and ril.rG have asreedro sett ro Gutr staies-iiti11!i!;:;;p#y (,,c,rii.slaf"s,,) 
"ppro*i*it.ry

three mill-ion pounds or uianium concentrate to be produced from oresl3t"i ilili*"f':T* :1" g;ll!" M Mine - ir." terms or trie aslreement providepri c ins ;;;;i 
= 
i;i:"";f. 3 i I i 

"3:;,r 
3T;? : 

j;y; 
:u "l.jini:s,. fsii;

ri!i::i:ii, ::T?: ::ffi ",;*j:;it.::" : :F;lth 
=ff.:p' u..,.,.*y . c curri nsiess than 45% or anv i;;;Ju=.= i"-ih; ri'arker price or'unli*iH :*::n..t$40 per pound after'.ui.iiu. year f.g76. 

_._Thu_agreement arso providesthat the company ancl rn'ic riir'nol u.'.r.quj-red to der-iver in the event
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IFi;ij;:iii:ii P ili'i3l"'o 
t't.Mine cannot be produ.:g--::"romica11y.

: :t e pu,",;i;-;l;.il}#i.i;i:l: q l', Hr 3 r-'if;"':;:,:;i'::r"a p"i" ii,'t
I979, v/as $SZ
ma,e i v s,,i ;i ;ii, s"s,"ffi 

'ti;i";t= r#s='itrf;;+ili*;i.:5 
;-*i; r :

:3tu i:t33"{".il: ; 
tm, lm:"t;5:il*i:"ft :.:l; *l,*;^fl,.fifi ! ;tff ;.

The company and HNG are currently conducting negotiationswith respect to tie i"r"*or_u.,oir,..;;;'mirlion pounds of u_o^ (an_fiilJ]*"t"ro, whi_ch "i,""ia-"ltimateiv-OJ procluced from the 
'Ehff.,v 

fo

Mi ne, ro * 3*i" ;'?r i?L ryii:i:: .ii:isii :_3f i 
o;i:i.3",'i.3. 

lf : 
= 
"!l3ril" I. oabove' tilll- p;""g-"iJi"pr""ent reseive estimates, be committed tothis asreement u"o ifi"f ireri,r*ii"J"iirr ne muo-e-ii tr," rare of;33I:"iT8i"iil,::htffrj: zso, ooo-i.""o= n"'' ;;;r*iurins rhe car.endar

rhe entire orogy::iol_ 
?f. u=?g^I:.T. !n" Narurita properry( see the suucapii""*"ili]"ium mii.r- taJtings processlngr,, above ) wascomrnitted to virgj'nia-iiectric ina eJ"ur company, whj-ch accountedfi:":i';:li-1ffi:X $:;:6gifi,;;"if,"'31*nany,! sio"" income i;;-ir,"

The, company's cal-hode copper produced at t_he Br-uebird copperMine has not been- "eititj-ea ioi iJili.rv t" trre wew- york comrnodiryExchange utdl. otpunJiti!-"po" market 
"o.,hi-iio"'J, iiiir selr- at siightpremr-ums or -discounts iroi.r tn"-r""rraile , s tu;;'quiiation. The prin_ciple use "t^:r:-.;6;;;s. cathode 

""pp";. i;";y";;iss mirrs ror-coppertubing fabrication' -Relenttt ;;i;""t5;" been *"a.-to various cusro-mers' r+ith tlrg unit pii"" to-be [."ud'*o., trre uewlork_commodity Ex-change quotation for^ tfre month oi Ouilrr€ry, and as hedge sales in thecommodiries futures-maixut._.r-;l-i9n99g;r-rd, *iglg, 
Lhe company had;:;:'ffrt3o"lo deliver ;Ji:::lmatelv ,i:g:_lol" or copper rhroushpoint-oi-uJiiiS.ilttunu price of approximately $.gi per pound, f.o.b.

During the fiscar year ended June 30, rg7g, sales of cathodecopper to cerro sal-es corporitiq"-i[rru onry ".,ito*.i for_ the company,scathode copper wrricrr-accllnteo for in-"x".is 2t to7-of the compairy,s
ffi:;;-:333T" durins such ri='ur-;;J; lmounted to approximaterv

Compe!ition

The company competes.with substantially larger producers inthe sare or its .bpp6r-qr99r"ti""-u"i-;i;il;;i'J*ii."r 
and larserproducers in the "iiu or-it" uranium pioauction. -"'i;u 

company doesnot betieve thar ir is ; ;;.;i;i-il.i;, in .itrr"r*marr<et, and rhefi5i;:":"f;:;i;;: :;:,"mi"n;:ffi:Fr";:m*:;i=: |,"ut .*iu,,t -*po,

gglting *til'?[']"lrHtl*iol:Tf:1" does Lot independenrly oI{n a pro-titi_orr.irr-lJrrrr".tion wiEh 
earlng ores, L.he prinlipal area of 

"ofipe_Ti1]i;n-."ii.r.v 
-"'-'tn;;'^"i:ili,lirgSg;":::"'x"iiolol;j::lg"l;iil, 

auranlum concentrate commonly 
""]-r"ili"ir"""ixuIi 

"ittnough 
uranium-bearing ores 3r9 -ggneralry marketabl"'u".' l-l"hl tr*y are not fungibre:l:"?:iltililuiles*l:il i:.illii:S:-.*ji:"."u" is sreneralrv "oi"ia-
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with respect to the acquisition of mineral rnterests andexplorat'ion activitj-es, which i-n'teims of continuinq growth and suc-cess may be the most i_mportant area of the Company';5ctiviti.",-tir*company competes with numerous persons and 
"o*purriu=, many of whichare substantl-aIlv larger than t-he Company and iiave 

"on"ia6riurv-'gruaterresources' Tfu company believes that it has improved it"-".*p6titinuposition in minerals eiploration by entering i"io-"""tures r,rith otherparties . See the subcaption ',Exp16raf ion', above 
wr urr v

Environmental regul-ation

on June 13, 1979, the United States Environmental- protection
Agency (the tfEPAr') issued,a findingr of violation and order allegingthat the companyfs operations at the BLuebird copp"i Mine resulted in
lhu dischargb pi a pbrrutant (industrial wastewater) into a streamfrom two unauthorizla points on Decenrlcer fB, 1978. The order states
:l?:- ll:.. companv mug! -applv for a Narionar- porlurant nisct,ais.- --!'rlmlnatron System ("NPDES"; permit to discharge industrial #astes.The order als-o requires the company to provioe-inioimation as to thel-ocation of facil-ities and discirarle points at the nrine, lo-oescriUetl? eTis_ting treatment, if.any, und ai=posaL of wastewater, to pro-vide informatj-on on past disclarges, if- u.ry, and to report and monitorany future discharges. The compiny'is contesting the j"ii"ai"tiot orihe EPA to issue the finding anb oider and cannoi ,,o* determine whenor how the mat.ter wil-l ultimately be resolved. However, rf the Com-pany is required to obtain the Ninrs permit, it *uv-n. subj""C-tocertain quantitative limits on varioui contaminants contained in minewaters and possibly j-n run-off waters and might rrave to initiate watertreatment programs and take additional- measuies with respect to watercontainment.

The EPA has also attempted to require the Company to obtaina. NPDES permit in order to disch-arge mine waters from the Johnnv MMine into a nearby arroyo. should the EpA prevail i; il; .it"-iit, thecompany might be required to implement adaitional- ,outut treatment
fI:gi1T:_-9I-.!o-expand those-alrbady in use. The company is con[estingcne lssuance 9! the.proposed permit but cannot determinl when or hotthe matter will ultimatbly be resolved.

The Company is unabl-e a-b, this time to estimate the capitator operating costs_ of any such improvements or programs which miy berequired to be implementea at the Bluebird copp-er frinu or the toirnny wt
Mine.

Ernpl-ovees

As of.June 30, 1979, the company and its subsidiaries
employed approximatelv.350 pergons. of tfris number, approximately40 afe employed as office, administrative or exploratibir per=onneiat the home office and others are employed as fbtlows: 55 at. the
Bluebird_ copper Mine, 2J6 at the tohnny-M Mine, 28 at the Hope Mineand two by Ran-Con.Corpcration. The remainder are employed. in connec-tion with exploration, evaluation or maintenance of viri6us minera]propertiei: .

lvlan?qement

The executive officers and the directors of the Company areas foll-ows:

Maxie

John

Name

L. Anderson

E. Motica

Age

45

3.\

Position

Presldent and Director
Senior Vice President,
Geology and Dj-rector

-10-



Lel-and O. Erdah]

David K. Hogan

Paul- A. Matthews

Marvin K. Kaiser

Frank Coolbaugh

Name

Herbert M. Campbell II 35

Age Positi on

Vice President and
Secretary

Vice President, Finance

Vice President, Engineering

Vice President, Operations

Treasurer

Director
(Consultant to the mining
industry; Chairman of
Peabody Coal Company)

Director
(Chief executive officer
and manager of Thomson-
Monteith, a partnership
formed to engage in oil
and gas exploration and
production)

Director
(Consultant to the nining
industry)

57 Director
(Vice-President, Kerr
Addison Mines Limited, a
company engaged in mineral

;:ll;"tion 
and develoP-

62 Director

50

40

55

3B

70

Edward E. Monteith, Jr. 57

Edward McL. Tittmann 73

P. S. Cross

Robert M. Haldeman
(President, Minerec Cor-
poration, a producer of
chemical flotation re-
agents and other speci-
alty chemicals used in
ore processing)

With respect to the executive officers of the Company, thefollowing information is presented. as to their backgrouna ana ex-perience:

- t4aTie L. Andelson - P.resid,ent - Mr- Anderson tvas elected to theCompany's board of directors in L957, became manager of the Companyin L962, and assumed his present position in 1963. tar. Anderson hasin excess of 20 years of experience in the mining industry, beginningwith exploration for uranium near the Arctic circle in fgBg. fre nasbeen active in uranium exploration in New Mexico since 1955, when hebegan acquiring properties for Anderson Development company, later apart of Kerr-McGee Corporation. Mr. Anderson holds a eb degree inindustrial engineering from the university of North Dakota, Lgs6.
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?resident, Geolo
v4vs rlsDfue:rrL, beorogy r_n Lg6/, and has headed its ex_

t1::i:1?n,and.minerar- propertv evatuilion prosram since rhar time- lTce that time. fle
,il:::::u^ll:^j:tl_. 3ie1gr."tioi """!"i"-,i-,r1,-i;;;";";;; ii-'""r!lii"" ;! ss ulrg Deu L

:::l::*,,?:1.:i!_+l .la $brosia i":."-Ji"rrj-cr in re6B and becamev qllq lJeud,I(tg

::l::'^Yt::::::::1"1:,.,9:o1:gv, tr_y"v, Lsl4. He was erecred ro LheBoard of Directors in NovemO*i, IgTS-

Prior to joining_t!" company, Mr. ivlotica servecl as chiefgeologist $/ith union carbide's corira&o plateau operations from l_954-L997.. This posit.ion involved direction of the company,s explorationactivities f or uranium-vanad.ium in the prateau u..i. lvlr. Motica holdsan Engineer of Mines degree from colorado schoor of Mines, 1948.
Paul A. Matthews, Vi _ Mr. Matthews re_turne ving as mine managerat Kerramerican's operations at B]ue Hilr, Maine since 1971. rn 1971he was general manager of Ranchers' Tungsten eueen Mine. previousfyhe served with Braden copper (chile), ciaigmont lli.r"=, Kaiser Steel,Denison Mines and united Nuclear-Homestake partners. He hord.s a BSdegree in mitrrng engineering, l4issouri school of Mines (1950) and isresponsibre for all mining ind cevelopment operations of the company-
Leland' o-- Erdahl, vic*e:r:s:!qen-t. Finance The company's chieff ina.t oy . irr= Lg7 o f olrowingservice with the Atomic Energy commission ana united Nuclear corpor-ation' From 1957-65, he servea in the Grand Junction, Colorado officeof the AEC, first as an auditor and later as supervisor of d.ivisionsinvolved in auditlngf negotiating, and administlri.rg uranium procure-ment contracts- rn 1965, he became chief, Audit plinning and programBranch, AEc Headquarters, Germantown, Maryland, leaving i., igai- t"join united Nuclear in santa Fe, New Mexilo ""'*i""g"r, Finance andAdministration, Mining and Milling Division. Mr. niaur,r hoIds a BSdegree in business from the Collefe of Santa Fe, ]-,g70 and i-s a CerLi-fied Public frcountant.
David K- Hogan, Vice-Pfes-ident, Engineering - Mr. Hogan joinedtne C t the BLuebird Mine,subsequently serving as general *u.tug"r of the Big ryike Mine, chiefengineer, and manager of engineering and construciion. He was pre-viously employed by Pherps nc,clge coiporation, i"=pii"tion consoli-dated' copper company and secht6l corioration. He holcLs a BS a"gi""in mining engineeri-ng from the univeisity of Arizona (1962) and isresponsible for all engineetlttg projects undertaken by the Conpany.He assumed his present position i-n tfay , Lg7 4 -

lre ,, rer - A Certifiecl public Accountant,l'Ir.Kaiseris1efortlreConrpany'saccounting
operations, including the preparation of financial statements ancllncome tax reporting. He is also involved in coord.inaling salesand shipments of proclucts, inventory controls, bud.geting and planning-)1r' Kaiser joined..the Com,oany in 1969 as controller and assumed hispresent position in May, L974- He served as chief accountant anCproduction control manager for the Envj-rco Division of Becton-Dickinson & co- from Lg67-69 and as a staff accountant with Ernst& Ernst from L963-67. iur. Kaiser holds a BS degree in accou"ti"gfrom Southern Illinois University, 1963.
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Ilerbert. u. Carypbe.ll Il, Vice:Pre:id.ent ald S?creh-ary - )l:' Campbell
serve eE--ffi:fouse-ounsel and, as such, direcLs
the preparation ana laminisL.ration of all legal matters involving the
Company, inctuding assignment and coordination of work perforned by
the Company's general counsel. Mr. Campbell joined the Company as a
staff attorney in L967, became secretary in 1968 and. assumed his
present position in l4ay, 1974. He received his Juris Doctor degree
?rom the University of New i,Iexico School of L.rw in L967. He is a
member of the New Mexico State Bar-

rTEM 2. SUMMARY OT' OPERATIONS

Managementrs discussion and analvsis

The Companyts gross income increased from $34,444,496 for
the year ended June 30, L978 to $39,497,054 for the year ended June 30,
1979. Net, income increased from $3,916,986 to $4,328,842 for the
same periods. The principal reason for the increase in gross income
was the increase of $9,649,330 in saLes of U"0o and vanadium from
operations at the Companyts Durita project fdr"the reprocessing of
old uranium mill- tailings. Sales of copper and sales of ore from
Hope Mine production aLso increased ($47b,67I and $1,335,47I, respec-
tively) and for the first time the Company experienced sigrrificant
income from interest on investments ($OSZ ,925). The increase in
copper revenue was the direct result of increased prices as total pro-
duction declined during 1979. The increased Hope Mine revenues
resulted from an increase in production and from higher grade ore.
These increases vrere offset in part by declines in uranium royalties
($12S,309 less in 1979), in sales of U.Oo from Johnny M Mine produc-
tion ($22,307 Less in 1979) and in revdnfies from the Companyts mine
contracting subsidiary ($20g,460 less in 1979). The increase in net
income resulted primarily from increased production and higher grade
ore at the JIcpe Mine (an increase of approximately $1,O70,000, pr€-
tax, in 1979), a net profit on sales of copper after a l-oss on copper
operations in the J-97B period (a profit of $167,626, pre-tax, in 1979
as against a loss of $999,424, pre-tax, in 1978) and a combination of
lower interest expense and sign:ificant interest income in 1979
( $365,202 interest income net of interest expense, pre-tax, in 1979
as against $099,076 interest expense net of interest income in 1978).
Profitability of the Johnny M Mine operations decreased in I979 (a
decrease of $2,190,98-/, pre-tax) because the mine produced 271 fewer
pounds of U"Oo in concentrate as the resuLt of constraints stemming
from an acctdEnt at the mine and delay in bringing one ore body into
production on scheduLe. As a high percentage of mine costs are fixed,
the lower production resulted in increased unit production costs.
Total revenues, however, were only slightly less than for the 1978
period as the result of I979 sal-es of concentrate produced in 1978.

Exploration and related expenses increased in itg7g, primarily
as the result of increased expenditures by the Company on properties
held jointly by the Company and a VJest German company (see the sub-
ca.ption rtExploration!'). The increase in adrninistrative and general
expenses in 1979 was principally the resuLt. of the effects of infLa-
tion, higher sal-aries to officers and ernployees and increased profes-
sional fees and expenses incurred in connection with litigation.

The Companyts gross income increaseC from i2i,i60,930 for
the fiscal- year ended June 30, 1977 to $34,444,r'96 for the year ended
June 30, 1978. Net income increased from $1,490,7I9 to $3,916,986
for the same periods. The principal reasons for the increase in gross
income were the increase ofimore than $8 million in the period due to
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greater production at the Johnny M Mine and the conmencement of- opera-
i.ions at. tne Companyts Durita project for the reprocessing of old
uranium mill taiiinls, which a-aOeh nearly $9 million to gross income-
Offsetting these increases were declines in copper _sa1es from the
eiuebirA fiine (about $+.1 million less in 1978) and uranium royalties
(about $800,000 less in 1978) received primarily_from Kerr-McGee
Corporation. Bl-uebird sales were less because of lower copper-produ-
ctibn and lower market prices for copper. In this regard, as discussed
below under the caption-r,Copper lUining," the ]ovrer copper prices re-
sulted in a curtaiirnent of fioduction-at the Bluebird Mine for most
of the year. The Kerr-McGeL royalties were lower primarily bec_ause
oi for"i prices received by Kerr-McGee from sales of uranium. with
respect tb net income, the Bluebird Mine lost about $250,090 (pre-tax)
in igZA compared to a profit of over $1 million (pre-tax) +t 1977..
The Johnny it 

"pproache-d 
its productive capacity in 1978 and earned

over Ss mifjioir-1pre-tax), cb*puted to abbut $500,000 (pre-tax) in
1977. Also, in i^gZg, the'Duri'ta operation contributed about $2 million
to net income.

Exploration and rel-ated expenses increased over $500,090 in
1978, princiially because the Compant increased its 1evel of activity.
tntereit exp-ense-was greater in f-gZg-because of increased borrowings
incurred in- financing-the Durita uranium miIl tailings Pfoje9t.. Ad-
rninistrative and gen6ral expense was al-so greater in 19-78 princip-a1ly
as the result of fligner cos-ts in three areas: (+) professional fees
and expenses incurr5d in connection with litigation; (ii) increased
salarils, bonuses and related benefits to officers and employees; and
(iii) aircraft expense.

All of the Company's operations experience changes in.costs
from time to-time due to chinging conditions encountered in mining
operations. As an example, ii tne grade of ore being mined is lower
fbr a particular periodl the unit cost of production may P9 higher
even tirough there is not a material increale in the overal-I costs of
operationl If the fixed costs of an operation (such as the Bl-uebird
t{ine) are substantial, the unit costs wiff vary widely depending on
the units of production for the period. Moreover, it may- sometimes
be desirable,- u= in the case of the Bluebird, to mine higher- cost ma-
terial when the market price is up and Lower cost materiaL when market
price is down. In an underground mine, such as the Johnny -{ Ming,
ih"re is Less flexibility b5cause plans cannot be easily _adjusted-
Accordingfy, costs will vary depending on the tonnage and grade of
ore minea l-n any particular area of the mine-

All of the Companyrs operations have incur::ed increased
costs for labor and mateiiats relulting from inflation.

The fol-lcwj-ng table, which is also contained at page 6 of
the Company's Annual Report to Shareholders for the fiscal year, sets
forth a summary of the Company's operations for the fiscal- year ended
June 30, 1979 and for the preceding nine fiscal years:
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Suintmelry cf Opor"ations / i979-197O

((X)0 ourittecl except for pcr sharc arnoutrts)

Incorne:
Nct Sales
Urarriuru Royaltics
Intcrcst and Othcr

I)c<ltrctious frorn Income:
Cost of Prrxltrcts Sol<l

F-x;rlorat ion, Conset'vat iotr
atrd I\laintenaucc
of Iliniug Pr'<4rcrtics

A<lrrr inistrativc
and (iencral Expenses

lntcrcsl Expcrrse

Inconre from Operatiotrs beforc
Applicablc Incornc'laxcs

Irrconrc -l 
arxcs

Incotnc l>cforc
Flxtl'aordi[ary ltcnr

Extlaor(linary Incomc (Loss)

1979 1978 1977

s36,994 532,508 S18,284

1,704 1,829 2,744

799 __107 _ 133

39,497 34,444 2l,16l

30,232 25,490 16,740

1,479 I,160 847

1,464 1,362 851

293 765 432

33,468 28,777 18.870

l!,76

s1.1,224

|,797
t57

16,r78

1975 t974 1973 1972 l97l' 19701

sl6,7l3 sl9,l90 s 9,777 S 9,343

1.136 526 818 746
485 73 43 l2l

18.33{ 19.789 10.628 10.210

$15,193 $11,040
724 6ll
158 276

16,075 I1,927

12,313 12,665

813 822

969 947

407 385

14,'102 14,819

14,655 8,614

445 257

742 552
429, 184

16,271 9,607

7.993 13.388 8.371

332 448 364

522 575 417

223 562 304

9,070 14.973 9.456

I,676
699

6,029 5,tiri7
1,700 1,750

() ()(ll

800

3,irl5 3,518 1,021 I,140 I,102 2,471

t.126 900 236 8t l;t 694

Nct of Applicablc
Incornc Taxes _--=-_

NI.T'rNCOr\rF. s 4,329 L3,gr
Net Incomc pcr Conrnrorr Shnrc:

Prinrary :l_.Qt szJz

Assuuring !'trll l)iltrtion 93€! 9?.69

Avcrage Sharcs Otrtstan<lirrg 1,439 1,440
;

tRcstated

4,329 3,917 I,491 977

s 977

l_.69

s .69

t,417

2,389 2,618

----:-
q_uqg g_?pt!

!!.64 qL73

$.I!1 q1.62

1,460 r,512

785 1,059

r___z!1 q_uz?

s .52 S -71

!. .52 !_JA

1,512 1,518

931 t,777

l4l 095)

r-LgZ? UJg?

s .70 s1.06

!_Jq g.0g

1.530 1.497

s 1.491

s1.03

sl.0l

1,447

ITEM 3. PROPERTIES

The Companyrs headquarters and executive offices are located
on a parcel of land containing approximately ten acres in Albuquerque,
New Mexico, which the Company ordns in fee and on which it has constructed
three modern office buildingi containing a total of approximat-ely 18r000
sguare feet of office space

The Company's principal mineral properties, including properties
held in joint ventures, are described in "ITEM 1. BUSINESS" above. The
Company also holds numerous other mineral properties in ldahor Colorado,
Utah, NeW Mexico and Nevada through various leases and unpatented mining
claims, both on its own behalf and through joint ventures. Although
several of such properties are known to contain significant quantities
of mineralization, they are not considered material to the Companyrs
operations at the present time. Encguraging results from further ex-
ploration or increases in the market prices of certain metals could
make such properties considerabllr more important in the future
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ITEM 4. PARENTS AND SUBSIDIARTES

The Company has three subsidiaries, dfl of which are wholly-owned: The Territorial corporation, whi-ch is j-nactive; Ran-con
Corporation; and Durita Development Corporation. BoLh Territorial and
Ran-Con have.been organized under the laws of the State of New llexico,
and Durita is a Coloraclo corporation. Financial statements of Ran-Con
and Durita are included in the consolidated financial statements of the
Company.

rTEM 5. LEGAL PROCEEDTNGS

A description of lega1 proceedings relating to the Johnny pl
Mine which were settled during the fiscal year is contained in "ITEM l.
BUSfNESS" under the caption "Uraniurn Mining" at page 4 of this report.
See also ITEM 1 under the caption "Environmental Regulation" at page 10of this report.

During the year ended. June 30, 1974 the Company has a defi-
ciency notice in the amount of $1,068,190, representing additional
federal j-ncome taxes asssessed, including interest, for the years ended
June 30, 1965 through June 30, 797L. The Company filed claim for refundof amounts paid or such greater amount as may be final.ly determined. TheInternal Revenue Service refused. to honor this claim, and in May, Lg76the Company filed suit in the United. States District Court for Lhe
District of New Mexico to recover the payment.

The suit was tried and on July 24, L1TB a judgment was entered
by the Court providing for the recovery by the Company from the United
States of assessed tax, penalty and interest in the total amount of
$901,697,59 plus statutory interest thereon. The United. States is ap-pealing the decision.

During the year ended June 30, 1976, the Company received adeficiency notice in the amount of $630,856 representing ldditionat
federal income taxes assessed for the years ended June 30, Ig72 through
June 30' 1974. On June 11, L976 the Company filed a petition with t|e
United States Tax Court requesting adjustment of the deficiency notice.
The matter is pending and j-nvolves issues conrmon to the United States
District Court litigation.

While the outcome of these matters is uncertain, the Companyis of the opinion that the ultimate deficiency, if any, will not have
a materially-adverse effect on the consolidated financial position or
results of operations of the Company. Provision has been made in I97B
and prior years in the deferred income tax accounts for the effect ofpossible adjusLments, some of which are in the nature of timinq dif-
ferences.

ITEM 6. INCREASES AND DECREASES IN OUTSTANDING EQUTTY SECURITTES

1. Common Stock ($.SO par value)

The amount of Common Stock outstandinq at June 30, l97B was
11431t954 shares and at June 30, 1979 was rt409r504 shares, The net
decrease in the amount of 23,450 shares is the result of the following
transactions: (i) duringr the period December 3, 7978 through June 6,
L979, the Company repurchased 24,700 shares of its outstanding stock
in normal market transactions for an aggregate cash consideration of
$357,642; and (ii) during the fiscal year, I,250 shares previously
held in the treasury of the Company were issued pursuant to the exer-
cise of two stock options by employees j-n June , L97 7 and in June 1978.
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Title of Class
Common sto@alue)
5-3/42 Convertible Subordinated

Debentures due 1989

2. 5-3/4e" Convertible Subordinated Debentures due 1989.

The principal amount of such debentures outstandj-ng decreased
during the year and was $1,876,000 at June 30, r97B and $1,639,000 at
June 30, L979. The decrease in the amount of $237,000 was the result
of the repurchase by the Company in open market transactions of such de-
bentures during the period July 5, 1978 through June 18, L979 for an
aggregate cash consideraLion of $210,895 plus accrued interest.

ITEM 9. APPROXIMATE NUMBER OF EQUTTY SECURITY HOLDERS

As of September 27, L979 the approximate number of holders of
record of each class of equity securities of the Registrant was as
follows:

Number of Recordholders
Approx. L,500

Approx. l30

ITEM 10. SUBMISS]ON OF MATTERS TO A VOTE OF SECURITYHOLDERS

On November L7, 1978, at the Company's Annual Meeting of
Shareholders, the sharehoLders of the Company approved an option
granted to Robert M. Haldeman, a director of the Company to purchase
51000 shares of the Company's Common Stock at a price of $12.00 per
share. The option was granted on November 4, L977 at an option price
equal to the market value of the stock on the date of grant. The vote
by which such option was approved was L,071r080 shares for and L2,6LL
against.

ITEM 11. TiloepTnTpICATIoN oF DIRECToRS AND oFFTcERS

Article Xf of the by-laws of the Company sets forth certain
indemnifications from the Company to officers, directors or other em-
ployees. A description of this by-Iaw is contained in the Company's
Form 10-K Annual Report for the fiscal year ended June 30, 1972 filed
with the Commission, and such description is incorporated herein by
reference.
ITE
ITEM 12. FINANCIAL STATEI'EIv.-TS AND EXHIBITS FILED

A. Financial Statements: See page 19 hereof entitted "ITEM 13
(a) (1) Fj-nancial Statements and Schedules."*

B. Exhibits:
1. Venture Agreement dated as of January 9, J-974
. between and among the Compatry, Marline Oil Company

and Frontier Resources, Inc.**
2. Agreement dated May 20, J-974 between the Company

and Urangesellschaft MBH & Co. , KG. **
3. Co-Tenancy A,greement dated October 1, I97 4 betvreen

the Coinpany and Texas Utjlrties Fuel Ccmpany.**
4. Joint Sal-es Agreement dated as of May 26, 1972

between and among the Compaoy, HNG oil Companlz and
Gulf Cii Ccrporation. **

5. Uranium Mining Lease and Agreement dated as of
October 10, L97L betvreen the Company as Lessee and
the Santa Fe Pacific Railroad Company as Lessor.**

6. Joint Operating Acreement da-ted as of April 1, L972
between the Company and HNG Oil Company. **

7. Sa1es Agreement dated September 30, 1-976 between
the Company, HNG Oil Company and Gulf States
Utilities Company.**
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8.

9.

Palrment Ag'reement dated as of March 5, L97g
between General Atomic Company, the Company and
HNG Oil Company
Uranium Ore To11 Milling Contract da-ted December 20,
1978 between the Compdny, HNG Oil Company and Kerr-
McGee Nuclear Corporation.
Option to Robert M. Haldeman10.

*The Companyrs annual report to its shareholders for the fiscal year
ended June 30, L979 will be submitted by amendment to this Form fO-X.
Pages 24 through 32 of such annual repolt to shareholders, containingthe financial statements incorporated by reference under Item 1g (a) (i)
at page 18 of this Form 10-K, will be incorporated herein by reference.
**Exhibits Lr2 and 3 above were fired as E>:hibits 2,3 and 4 respec-tively to the Company's Form l0-K Annual Report filed with the Slcurities
and Exchange Commission for the fiscal year ended June 30, L974 and.areincorporated herein by reference. Exhibits 4 and 5 were filed asExhibits 4 and, 5 to the Form lO-K filed for the fiscal year ended
June 30, 1972 and are incorporated herein by reference. Exhibit 6 wasfiled as Exhibit 6 to the Form 10-K fited for the fiscal year ended
June 30, 1973 and is incorporated herein by reference. Exhibit 7 wasfiled as Exhibit 7 to th.e Form 10-K filed ior the fiscal year ended
June 30, 1976 and is incorporated herein by reference.

SIGNATURES

Pursuant to the requirements
urities Exchange Act of 1934, the
report to be signed on its behalf
authorized..

-t;

Date z 9/27 /79

of Section 13 or 15 (d) of the Sec-
registrant bas duly caused this
by the undersigned, thereunto duly

RANCHERS EXPLORATION ATID
DEVELOFMENT CORPORATTON

By
er II

SecretaryVice President and
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FORM IO-K--ITEM 2 (a) (1)

I'INANCIAL STATEMENTS AND SCHNDULES

RANCHERS EXPLOMTION AND DEVELOP}GNT CORPOMTION AND SUBSIDIARIES

The following consolidated financial statements of the registrant and
subsidiaries, included in the annual report of the registiant to its
stockholders for the year ended June 30, L979, are incorporated herein
reference:

consolidated Balance Sheets--June 30, 1979 and June 30, LgTg

statements of consolidated rncome--years ended June 30, 1979 and
June 30, f978

statements of consol-idated stockholders r Equity--years ended
June 30, 1979 and June 30, 1-gjg

Statements of Changes in ConsolidaEed Financial position--years
ended June 30, 1979 and June 30, LgTg

Notes to consolidated financial statements

The following financial information for the years 1979 and 1978 is submitted
herewith:

Additional- notes to consolidated financial statements

Schedule IIT--Investments in, eguity in earnings of, and
dividends received fron affiliates and
other Dersons

Schedule V--Property, plant and equipment

Schedule; VI--Accumtrlated depreciation, depletion aud amortization
of property, plant and eguipment

Schedule IX--Bonds, mortgages and similar debt

Schedule XIII--Capiral shares

schedule XVr--supplementary income statement information

A11 other schedules (Nos. r, rr, rv, vrr, vrrr, x, xr, xrr, xrv, xv, xvrr,
XVIII AND XIX) for which provision is made in the-appiicabie regulation
of the Securities and Exchange Connnission are trot required under the
related instructions or are inapplicable, and therefore have been omitted..

Individual financial statements of the registrant have been omitted as
the registrant is primarily an operating company and all- the subsidiaries
included in the consolidated financial statements filed, in the aggregate,
do not have minorLty equity interesEs and/or indebredness to any persoo
other than the registrant or its consolidated subsidiaries in amounts
which together exceed five percent of the total assets as shcrvm by the
most recent year end consolidated balance sheet.

its

by
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REPORT OF INDEPENDSNT ACCOUNTA}ITS

Stockholders and Board of Directors
Ranchers Exploration and Development Corporation
Albuquerque, New Mexico

We have examined the consolidated balance sheets of Ranchers Exploration
and Development Corporation and subsidiaries as of June 30, 1979 and
1978r and the related statements of consolidated income, stockholdersl
equity and changes in consol-idated financial position for the years then
ended included in Lhe annual- report to stockholders of Ranchers Expl-oration
and Development corporation for the year ended' June 30, Lg7g, and the
additional notes to consolidated financial statements and the schedules
listed in the index on the preceding page. Our examinations were made in
accordance with generally accepted auditing standards and, accordingly,
included such tests of the accounting records and sueh'other auditing
procedures as we considered necessary in the circunstances

As explained more fully in Note C to the consolidated financial state-
mentsr the Company has suspended operations at its Tungsten Queen lline.
The carrying amount of property, plant and equipment at June 30, LgTg
is $7 r682t436. The ultimate realization of the Companyrs invesrment in
the mine is dependent upon future economic conditions which will permit
recovery through the seans discussed in Note C.

In our opinLon, subject to the ultimate realization of the investment in
the Tungst.en Queen Mine as described in the preceding paragraph, the
financial statements referred to above present fairly the consolidated
financial- position of Ranchers Exploration and Development Corporation and
subsidiaries at June 30, 1979 and L978, and the consolidated results of.
their operations and changes in their financial position for the years
then ended, in conformity with generally accepted accounting principles
applied on a consistent basis. Further, Lt is our opinion, which is
qualified as explained above, that the additional notes to consolidated
financial scatements and schedules referred to above present fairly the
information set forth therein ln coupliance with the applicable accounting
regulalions of the Securities and Exchange Corrmission.

/ , 7,1-l
\--)"^.^I. '- i'A/ A4/v"14-r'/V/

ERNST & WHINNEY I

Albuquerque, New }bxico
A,rrgust 2, L979



ADDITIONAL NOTES TO CONSOLIDATED FINANCIAL STATE}ENIS

P.ANCHERS EXPLORATION AND DE\TELOPI'{ENT CORPOMTION AND SUBSIDIARIES

NOTE N --ADDITIONAL INVENTORY INFORMATION

Tnventories used in the computation of cost of products so1d, priced on
the basis stated in Note A to the financial statemenLs were as follons:

June 30, 1977
June 30, L978
June 30, 1979

NOTE O--ADDITIONAL STOCK OPTION INFOR}IATION

Number
of

Op t ions

$2,595,632
2 r 195,915

476,638

Stock options outstanding and becoming exercisable during the years ended
June 30, L979 and June 30, 1978, lrere as follows:

Option Price
Corresponding
Market Price

Shares Per Share Total Per Share Total

Outstanding at:
June 30, L978
June 30, L979

Became exercisable:
D-rring 1978
During 1979

Exercised:
During l97B
During 1979

68,600 $ 9.13-$18.25 $884,253 $ 9.13-918.25 9884,253
57,450 9.13- 2L.75 758,013 9.13- 27.75 758,013

13,812 g.13- 18.25 178,965 LZ.OO- 20,AO 223,25g
10,834 r0.00- 20.25 150,945 LZ.3B- 22.L3 r87,433

7,000 10.00 70,000 'J.2.38- 19.50 106,575
L,250 1_0.00- L2.25 14,188 16.50- 2L.38 24,28L

Ttre number of-unoptioned shares available for the granting of options under
the option plans is B7r1-50 shares at June 30, 1979 and 9Lr6L6 shares at
June 30, 1978.

The excess of cost over selling price of treasury shares sold to satisfy
stock options is charged to retained earnings. The excess of selling
price over cost of treasury shares sold to satisfy stock options is
credited to capital in excess of par value. When unissued stock is sold,
the amount in excess of par is credited to capital in excess of par value.
No charges to income have been made, or will be made, in connection with
options.

NOTE P-.EXESUTIYE INCENTIVE PLAN

The Cornpany has an executive incentive plan administered by the Executive
conrnittee of the Board of Directors. Basically, the plan allows the
Executive Cormnittee to accrue up to 5"/" of income before income taxes as
an incentive to be paid to certain key employees. Any amounts accrued
are payable t.o the enrployees in four equal semi-annual installments. If
a partlcipating employee leaves the Companyfs employrlentr any unpaid
installurents are forfeited by him and are restored to earnings of the
Cornpany. Anrount,s charged to expense for the plan \rere as follor^rs:

Year ended June 30, IgTg $3L3,7g2
Year ended June 30, 1-978 285,545

NCIIE Q--INCOME TAXES

State incone taxes are not separately stated since the amount is less
than 5% of the total expense

fhe components of deferred incorne tax expense resulted from use of the
f o11or"'ing :



ADDITIONA]. NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

RANCHERS EXPLOP,ATION AND DEWLOPMENT CORPORATION AND SUBSIDIARIES

NOTE Q--INCO},IE TAXES (CONTINI]ED)

r979

Provisions for depreciation of equipment
at Trlngsten Queen Mine (roine temporarily
cLosed - on standby) deducted for tax
purposes only

Amortization of development costs expensed
for tax purposes in prior year (credit)

Restoration of deferred income taxes upon
utilization of prior year
net operating loss carryforward

Deferred minirnrm tax resulting from
utilization of net operating loss

Investment tax credit
Provis ion for mininnrm tax
Other

Federal tax expense at statutory rate
Statutory depletion in excess of

cost deplegion

(245 ,L25) (286,997 )
552,639 (229 ,495)(87,774) (L77,767)
(20 ,r54) 259 .7 43

$__ rcq.aaa_ s _Jga-a0o_

L97B

$ 2,773,267 9 2,720'L53

$ 42,833

(936,553 )

L,494,L34

T97B

$ 235,048

(8L4,7 66'

LrgL4,234

The reasons for the difference between total tax expense and. the a.nount
computed by applying the statutory federal income tax rate of 46% to
income before income taxes vere as foI.lor^us:

T979

Provision for mininnrm
State incose tax less
Tnvestment tax credit
Other

tax
federal tax benefit

(1,411,153 )
265,654
79,365

(48,289)

(1,451,104)
284,727
156 ,319

(229,495)
4r.. r_56 269.40r

gj-l_aa'aaq $_u5_q.ogq_

NOTE R--OTI{ER LIABILITIES

Other current liabilities are composed of the following:

Accrued interest payable
Accrued state and 1ocal taxes
Accrued royalties
Accrued executive incentive
Accrued reclamation expense
Accrued net profit interest
OCher miscellaneous liabilities

1980
1961
1982
1 983
1 984

NOTE S--LONG TERM DEBT

Interest expense applicable to long-term debt for the years ended June 30,
L979 and 1978 was $292,723 and $764,788, respectlvely.

Maturl-ties of long-term debt for the five years succeeding June 30, L979
are as follows:

L979

$ 58,151
2L7 ,555

5,220
L33,L73
325,000
595,900
234.LAg

$r-56_9_-Lag

$ 59,393
L20,393
177 ,893
L77 ,893
119,198

r978

$ rL7,642
170,356
499 ,67 B

2L4,07 A

99.646

s1.091.392_



SCSEDULE III-INVESTMENTS IN, EQUITY IN EARNINGS OF, AND DIVIDENDS RECEIVED FROM AFFILIATES AND OTHER PERSONS

RANCHERS EXPLORATION AI{D DEVELOPMBNT CORPORATION AND SUBSIDIARIES

COL. A COL. B col.. c COL. D COL. E COL. F

NAMtr OF ISSUIIR AND
DESCRIFTION OF I},IVESTMENT

BALANCE AT BEGINNING
OF PERIOD ADDITIONS DEDUCTIONS BALANCE AT END OF PERIOD

Dividenos
Rcceived During
the Pcriod from
Investments Not
Accounted for by

the Equity
Mcthod

(1) (2)

Number of Shares i

or Units, I Amount in
Principal Amount I Dollars

of Bonds ond I

Notes I

(l)
Equity Taken Up

in Eornings
(Losses) of

Affiliateg and
Othor porsons for

tho Period

(2)

Other
AddltionaL

Capital

(1)

Distribution of
Earnings 13y

Persons in Which
Earnings (Losscs)

Were Takon Up

(2)

Other

(1) (2)

Number of Shares I

or Units. I Amount in
Principal Amount I Dotlars

of Bonds and I

Notes I

YEAR ENDED JUNE 30, L979
Rsnchere -HNG JolnE ProJecE
Ranchere-DuPonL Jolnt ProJect
Ranchers-Ctraco Llmestone ProJ,
Rancirere -UG Venture
Ranchere-TUFCO Jolnt ProJect
Ranchers -Front ler -Mar llne

YEAR ENDED JUNE 30, 1978
Ranchers-llNG Jolnt ProJect
Ranctrers-DuPont Jolnt FroJect
Ranchers-Chaco Llmestone ProJ.
Ranchers -UG Venture
Ranchers-TUFCO Jolnt ProJect
Ranchere -Frontler -ldarl lne

50%
82.705
50
10
IU
55

50%
82,7 05
50
10
IU
55

$4,454,599
3r507

42o rL7 6
(58,990)

8r088
31.863

s4*859J4L

$4,841 ,452 '
42,Lgs

831- r 573
34,333
25,872

_ 34,7 93

$ 3,1_66,195
(234,405)

(Lr736,2L5)
(477,9L0)
(2L2,t98)
(175 .106 )

si3qJ6r-

$5 ,260,241"
(22I,273)

66,974
(27 0,823)
(303,892 )

(49 . 680 )

$-.
205 r 000

L,347 ,500
540, ooo
240,8L4
184.750

sL5Lg.-q64

$ --
182 ,585

177 ,500
286,10B

l+6 ,7 50

$ (4,347 , 1- 18 )

$raJ47-l_u)

$ (5 ,647 , 094 )

,orl:urD

50%
82,7 05
50
10
10
55

$3 ,27 3 ,67 6

(25 , B98 )
3t_,461
3r100

36 r7 04
4L,507

$3*369-,51-a_

$4,454,599
3,507

42o rL7 6
(58, 990)

Br0BB
31.863

s4"859,24L

( nol

100
)U
88.88
10
55

$LflA,.erg- s4_,AglJ.d.-

Note--A11 i.nveetrrcnt,s are Ln unlncotporated jolnt ventures. Amounts
ln theee eoLunrns represent registrantre contributlon percentage.

$_oia,g4t $16_,-u5*461)



SCHEDULE V;?ROPERTY, PLANT, AND EQUIPMENT

i
RANCHERS EXPLORATION AND DE\IELbPMENT CORPORATION AND SUBSIDIARIES

YEAR ENDED JUNE 30, 1979
Land
ButLdlngs and equiPment
Mlneral lnterests, mining clalms,

leasee and Permlts
Deferred lntanglbLe minlng and development costs

YEAR ENDBD JUNB 30, 1978

Land
Butldlngs and equiPment
Constructton ln Progxess
Mlneral lnEerests, mlnlng claims,

leasee and Permlte
Deferred intanglbLe rnlnlng and develoPment costs

$ 513,338
25r983r368

L rB4L 1737
5 .582 , 155

$3*9ru,599

$ 138,732
L6 ,292,7 02

LroL41269

L,77 8 1002
5.715,481

$24^939Je6

(Note L )

( --
497 ,462

t-tt*
(Note 2 )

$ 339,255
8 r 805, 148

63 1735

sg*zog-lt!-

P--
64L,87 4

L77 ,0L4
260. B0B

gl9l9.-6q6

$--
93,400

L33,326

L_225-J2S-

$- -:--

(Note 3 )

$ 35,351
978,918

(1,014 ,269)

lo!r.

$ 513,338
25,838 r 956

L,664,723
5 .32L,347

("? ??R ?66.W

$ 513,338
25, 983 ,368

l r94r 1737
5 .582 . 155

19L92!,19!

COL. E ,COL. F

Balance at Cl
o[ Pcriod

COL. A

CLASSIFICATION

COL. B col,. c COL. D

Balance at Beginning
o[ Pcriod

Additions at Cost
Rctirementa

or Salec

Other Changes-
Debit and/or Creditr-

Describc

A_t-- -- 

-



SCHEDULE V;,PROPERTY, PLANT, AND EQUIPMENT (CONTINUED)

RAIIcHERS EX?LoRATIoN AND dBveLopMENT coRPoRATroN AND suBsrDrARrEs

Note l--Addltlons to property, plant dnd equlpment for the year ended Jude 30, 1979' lnclude Purchas,ls of equlpment by Dur{ta DeveloPment

Colpoiatlon of approximately $f+S,dOO. Also, addttlons lnclude pulcheses of equlpmdnt of approxlmately $74'000 at the Albuquerque

ofllce' $259'000 at the Bluebltd Mlne, and $15,000 by snothe! subsldlary.

Note z--Addltlons to ptopelty, plant and equlpnent for the yeer ended Jurre 30, 1978' loclude Pulcha6es of land, equlpment' and mlneral
lntelests by nurtta bevelopment Coipoiatlon of apprsxlnutely $339,000' $7,995,000, and $64'000' lespecclvely' Aleo' addltlons
lnclude purthaees of equlpment of approximately $io,ooo et lhe Albuquerqt e offlce, $687'000 at the BlueblTd l{Ine, $5'000 at
the Blg Mlke Mlne' and $49,000 by dnolhel gubsldlaty.

Note 3--O!he! changes lnclucte 6 reclasElf,lcatlon of $27,000 from bulldings and equlPment and $9,000 flon constluctlon lq Plogleas to
land for the Tungsten Queen Mlne, and leclasslflcatlonr of conetructlon 1n Progress to bulldlngs and equlpment of apProxitnately
$21r000 at rhe Blueblrd Mlne' and 9984'000 by Dullta Development corPolatlon'

log

COL. A COL. B col,. c COL. D COL. E .col,. F

CLASSIFICATION
Balance at Beginning

of Pcriod Additions at Cost
Retircmentc

or Sale8

Other Changes-
Debit and/or Credit'-

Describc
Balanca at C

of Period



SCHEDULE VI-ACCUMULATED DEPRECIATIONi,
OF PROPERTY, PLANT AND

-j

DEPLETION AND AMORTIZATION
EQUIPMENT

RAIICHERS EXSTORATION AIID DE\IELOPMENT CORPORATION AND SUBSIDIARIES

COL. A COL. B col,. c COL; D COL. E COL. F

DESCRIPTION Balancc at Beginning
of Period

Additions Charged to.
Coslr and Erpenser Retireinen:c Other Changes-Add'

(Deduct)-Describe
Balance at

End of Period

YEIIR ENDED JIINE 30, 1979
Bulldlnge snd equlpment
HLneral lntereste, mlnlng

leases and permltg
Deferred lntanglble nlnlng

developnnnt costg

YEAR ENDED JUNE 30, 1978
Butldlngs and equlpnnnt
ltlneral tnteresEs, mtnlng

Ieasas arld permlts
Dsferred lntanglble ntnlng

developnnnt coots

clalms

and

clalms,

and

$L2 ,L74 1577

527,zli

1J;60.538

$14+152-,122

$ 7r365r60g

496 1742

$4r598,093

7g r48r

29.,3L3

s41.reCI-882

$4,889,909

30r47o

L4I.433

s5._Ag4.gu

$460,056

L77,OL4

26O.8oq

$892-gzg

$ Bo,94O

igs.szg

rye

+-
$16 r 31.2 ,614

429,67 9

L.229.043

SIJ.IZLJ3E

$L2 rL74,577

527,2L2

1.460. 539

LM,W,AJ-

P--

$--

__1r-449.431

L9J.UJ[r $--



SCHEDULE IX-BONDS, MORTGAGES AND SIMILAR DEBT

RA}ICHERS EXPLORATI,ON DEI/ELOPMENT CORPORATION AIID SUBSIDIARIES

$3,000,000 $1r815,000 $176,000 91r639,000 $1,639,000 $ --

T

June 30, L979
Ranchers D:<ploratlon and

Deve lopment Corporatlon
5-314'L Convertlble
Subordlnated Debentures
due 1989 $-- $-- $--

Note--Debentures amountlng to

January 15, 1979
January 15, 1978
January 15, L977
January 15, L976
January L5, 1975
January 15, L974
January L5, L973
January L5, L972
January 15, L97L
January 15, 1970

$1r185r000 purchased by the Corporatlon lrere

$ I 18,500
1:.8,500
1 1g ,500
118,500
t 18,500
t 18,500
1 1g,500
119,500
118,500
119r500

cancelled to meet s{nklng fund regul.rements as follornrs:

COL. A COL. B col,. c COL. D COL. E COL. F COL. G . coL. H

NAME OF ISSUER AND TITLE OF
EACI{ ISSUE

Amount
Authorized by

Indenture

Amount Issued
and Not Retired

or Cancelled

AMOUNT INCLUDED IN
COLUMN C, WHICH IS

Amount Included
in Sum Extendcd

Under Caption
t'Bonds, Mortgages
tnd Similar Debt"

in Related
Balance Sheet

Amount in Sinking
and Other Special

Funds of Isruer
Thereof

Amount Pledged
by Isruer Thereof

MOUNT HELD BY AFFILIA
FOR WHICH STATEMENT-

ARE FILED HEREWITH
(r)

Held by or for
Account of Issuer

Thereof

(2>
Not Held by or
for Account of
kcuer Thereof

(1)
Persons Included
in Consolidated

Statement

(2)

Others



. SCHEDULE XIII-CAPITAL SHARES

RAIICHERS EXPTORATTON Al.lD DE\TEIOPMENT CORPORATTON AI{D SUBSTDTARTES (NOTE 3 )

l,

June 30, 1979
Rancherd E <ploratlon and

Developmettt Corporatlgn
cotrlnon stock 4,000,000 L,542,228 133,724 1,408,504 |.S4Z,22A 9?71,114 L44,6Oe Oe,rgO

Note l--Includes sharea ln treesury.

Note 2'-See Notes r and 0 0n stock optLong snd Note r regardlng cmverrlol of debeotures.

Note 3--tte- lnforttatton dPPllcabls to the consolldated substdlarles has beetr ooltted q6 they 4!e ,lrholly-olrned anil the dnseera to colunn crrould be ,rnonetr.

COL. A COL. B col,. c COL. D COL. E (Note L) COL. F COL. c (Note 2

NAME OF ISSUER AND TITLE
OF TSSUE

Number of
Sharer

Authorized
by Charter

Number
of Sharer

Issued and Not
Retired or
Cancelled

Number of ShEres Includcd
in Cotumn C Which Are

Shares fssued or Outstanding as Shown
on or Included in Related Balance Sheet

Under Caption "Capitat Shareg"

Number of Shares Held by
Afliliates for Which Statements

sre Filed Herewith

Number of Shares Reserver'
Options, Warrants, Conver

and Other Rightr
(1)

Held by or
for.Account

of Issuer
Thereof

(2)
Not Held
by or for
Account

of Issuer
Thereof

(1)

Number

<2)

Amount at Which
Shown

(1)
Persong
Included

in Consolidated
Statements

(2)

Otherg

(1)
Directors,
OIIicers

and
Employees

(2)

Others



(

SCHEDULE XVI-SUPPLEMENTARY INCOME STATEMENT INFORMATION

RANCHERS E)GLORATION AND DEVELOPMENT CORPORATION A}ID SUBSIDIARIES

Charged to Cost! and Exlrenses

1. Maintenance and repairs

2. Depreci.atlon, depletion and amortization
of property, pLant and eguipment

3. Taxes, other than income taxes
Arizona privilege tax
Property taxes
Payroll taxes
Other taxes and fees

Rents (principal-1-y equipment)

Royalties

Amounts for amortization. of intangibl-e assets and for
advertising costs are omitted since such amounts are'
less than L7" o*total sales and revenues.

4.

5.

Year Ended June 30
L979 L978

$2,2L2,9O2 92,325r989

4 ,706,887 5,064,9L2

LSg,g37 Lg7 ,622
293,2r4 2g0,og7
279,056 ztr,524
713,982 696,4L2

1,446,089 1,375,655

406,539 453,979

1,106,687 Lr6O7 ,L24


